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; The Honorable John T. Myers
e House of Representatives
N
Degr Mr. HMyers:
In your letter of July 17, 1875, yocu requested that
we apprise vou of the information gatherad on the[Corps 5 e
' of Engineers' Big Pine Lake prrject We obtained back- 2
ground information which conc-rned, for the most part,
the proiscits benefits and costz and its current status.
We gathered inform=+ion from
--the Corps' district office in Louisville, Ken-
tucky:
--the regisnal office of the Bureau c¢f Outdoor
Recreation, Deprcotment of the Interior, in
Ann Arper, Hichlgan; and
~-cificiils of the indiana Department of Hatural
- Resources, e

We met with three preporsnts and two critics of the project,
to learn their views of &nd concerns about the project.

PROJECT DESCRIPTION

The Big Pine Lake project, authorized by the Flood
Control Act approved Octoper 27, 1965 (Puolic Law 89-298}).,
ls part of a comprehensive network of water projects in
the Wabash River Basin, Indiana. The project is to re-

cucn floocdflows along the river and to provide seasonal
ater storage for general recreation and fish and wild-

i:re conservaticn. As of May 31, 1875, the $1,144,276

the Chief of Engineers allocated to the CFOiett 15 bheing

used primarily for real estate planning, engineering

and design, and overhead.

In February 1975 rthe Corps estimated that the proJ~
ect would cost $40.1 miliion, including about $4 mililion
as Indiana's shaere of the costs of generael recreation
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and fish and wildlife conservation. The Corps estimated an—
nuzl project benefits at $2,801,000 and costs at $1,672,000
for & begnefit-cost ratio of 1.7 teo 1.

Because of concerns environmencallsts ra'sced, in Juns
&=
L2

15875 Ee Corps considered an altarnative project ue<1gn

which, if adopted, would produce annual benef.ls of
$2,060,000 and costs of $1,437,000 for a benefit-cost
ratio of 1.4 to 1. 1In computing the February and June
1275 estimatss of annual bhenefits and costs, the Coips
userd a 3~l/4-percent interest and discount rate,

STATUS OF THE GENERAL DESIGN MEMORANDUM
AND ENVIHRONMENTAL IMPACT STATEMENT

The Corps prepares a project general design menmcran-
dum 1/ which the Gffice of the Chief of Engineers nust ap-
prove befcre construction can be started. On March 4,
1975, the Corps' Chio River Divisicn office in Cincinnati,
Chic, returned the Louisville District’s Gotober 29, 13574,
decian pmomerandun with instructiosns to:

~-Confer with Indiana ¢n an alternative ZJzsign
which would reduce envircnmontal damage to the
Fall Creek Gcrge.

--Provide additicnczl iiformeticn concerning the
Corps’ plans for imrroving the appearance of
functional works, ‘uch as the dam, spillway,
and outlets,

~-Include 3 sectiosn of the design memorandum con-
taining the State's cooperaticn agreement on
recreatiorn, as ‘equired under section 221 of
the Flooa Contrul Act of 1970, or furnish for
approval a draft of the rec¢reation contract
with a le:ter from the State indicating its
acceplance.

~-Provide & complete analys:ic and evaluation of
the technical aspects of the general design.

l/Sperlfies the basic project vlan of cdeveleopment, extent

~ of maior features of development, estimated benefits
and costs,; operating requiremc:.s, real estate require-
ments, 2nd the exteont of ioCai colpetration,
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was responcing to the above instructions
as also preparing the proiect's environ-
ement basaed on commentvs on the draft

us Faderal, State, nongevernment agen-
als,

the District Engineer gave us the tar-
fellewing events.
Event Target date

project des‘gn W‘“h the State June 1975
Submit final design memorandum and

environmental impact statement o

divirion October 1875

H L
nt Lo cthe : 5 n
of Engineers . November 1¢75
File f£inal envirenmentzl impact
statement with the Council on
Envircnmental Qualicy Januatry 1976
eet with area property owners on
real estate matters April 1276
Start acquisition of real estate 1/ May 1976
Start counstruccion August 1976
Start water impoundment . September 1981

On June 19, 1%75, the dist:ict office staff stggested to
the Indiana Department of Natural Resousce. shat the project
rese.voir's summer recrear '~ pocl elevatien be lowered from

i/Canno% be started until (.} the Chief of Engineers apprcves
the design memorandum, (2} the f:inal environaental impact
statement 15 £f£iled with the Council on Enviroumental Guality,
{1, the cost-sharing conuract with the State iz s‘gnea and
{4} the Ch:ef of Engineers lpproves a desgign memurandum for
5ite acQui.ition,
3
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558 to 550 feet and that tne winter pool be lowered from
554 to 544 feet, which would reduce environmental damage
to Fall Creek Gorge State employees were concernecd pe-
CuusSe the 8-foot weﬁLctio. in the summer pool would re-
duce the size of the recreation lake from 1,126 to 897
acres w#with a cozresnonding loss of area for water re-
creation. The smaller lake, they sezid, would be more
difficult tc keep clean and would, in wurn, affect
fishing. As of August 6, 1575, the district office

was wailting for tne Ltate's wrltren cofments on the

FLOOD CONTROL BENEFITE

-

In its February 1975 budget submission, the lorps esti-
mated flood control benefits at 31,968,000 annually. Bene-
fits from reduced crop and noncrop (farm machinery, fences,
barns, and resicdences) agricultural damages accovnted for
$1,830,00C or about 93 percent of the total benefits. Crag
ben~fits amounted to $1,053,000; noncrop ﬂenpfltq amounted
to £777,000.

In estimating the future damage reductions to agricul-
tural development (crop and noncrop) over the life of the
y;UthC; the Ceorps asfumed that future growth values would
increasse at 3 peicent annually. 1/ Of the noncrop benefits

of $777,000, $351,000, or about 45 percent. ropresenced
future growth benefits.

. The Flood Disaster Protection Act of 1973 (87 Stat.
975%) reguires that localities with special flood hazards be

i 1 3 i - F o mrs e oo [ R
participating in the National Flocd Insurance Program be-

fore Federal acencies can apurove financial asgsistance for
property acquisition or copstruction in the locality after
July 1, 1975. As a resulc, local communitieg were under
strong pressure to adopt land use and conrrol measuresg by
July 1, 1975, because, to be eligitle for flood 1nsurance
under *he program, local communicies must adopt such meas-~
ures,

974, the Corps issued requlation: which

it c¢omputations be based on the assumprion
e limited in flood plain areas.

ict vifficial, the Corps did not consider
would have on future growth in the Fflood

1T R

{

1/The future growth factor is essentially an assumeq rate or
reai economlc growth.

BEST DOCUMENT AVAILABLE
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s ficod CO‘T’tUi penefit COWDUE&LIO'I:: pDecause
1 character of the flood plain.

Project critics maintain that the 3-percent annual
growth rate factor applied by the Corps for noncrop dzmage
reduction is inappropriate. They said the value of farm
buildings and related items does not necessarily increase
at the same rate as cicp yicids., According to a district
official, the Corps assumsd noncrop grewth in the flood
plain would increase in value at the game rats as crop

= = - -
growth.

Project critics say the Corps' estimate of flood con-~
rol benefits is overstated because the Corps has not de-
ducted the actual value oF agclculturo productlon los
when Dro1ect lands are lnundateﬁ or othe
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planner of the Lake Central Region .>id us there hal
been no changz in the region's views since Juiy 1974, He
said the Ttate planning region in wnich the propos=d pra-
ect is located needed impounded and natural-llow water <or
recreation but said it would be ‘nappzoprl‘M for the Bu-
rzau to judge the type of recreation most needed. In his
opini~n only the State can make this decisior.

According to the Bur=au planncer, the unit value the
Corps used o combubte recreaticn benciiis pronaoly was
snderstated because it did not include a factor for ir-
flation. A Corps official told us that it normally was
not the Coyps' policy to consider ractors for inflaticn
in its economic analysis of propused projects. In con-
trast, the Bureau planner questioned the Cecrps’ initial
day-uze projection of 530,000 for 1980, saying that ex-
perience showed it would tfaxke from 10 to 15 years Lo
reach this nuanber of visits.

History of State cooperation

On H**ch 7, 1967, the Indiana General Assently aggrove
a law authorizing the Depazt”ent of iatural Resourc-es ¢ CoO
operace uL_h the Corps in planning, comstructing, operat-
ing, and maintaining tnz 3ic Pine Lake proiact and others.

A pill to amend the 19547 Irndianz law, by deleting the
8ig Pine Lake project, was introduced on January 21, 18753,
during the last sessicn of the indiana General Assenmcly.
“Th.e Indiana House 0of Representatives apnroved tha amend-
ment oy & vote of 83 to 8. Tne amendment was then sent
to a comrmitree of tha Indiana Sernzate £gr ceonsidcration.

A member of the Indiana House of Representatives told us
tnat the amendment had not yet been reported out of com-
mittea

The 1969 and 197! Indiana-Gsnegal AssSemblies appro-
priated funds totaling $116,000 for the project. Accord-
inc to-a Stote official, tnese appreopriztion: nad larnsed
pecause tnz, had not been used withirn the prescriped time,
We were adviseo during our ftield work tnat State funds naa
not been designated for projsct cost sharing.

Tha Denartment ¢f Hatural Resgurcss included 2 raguest
for S$170,000 in its most recent budget subml;uLon. This
.recuest was later deleted from tne State's construction

7
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appropriations bill which was approved on April 30, 1975,
by both the Indiana House and Senate committees. Depart-
ment officials are uncertain about when the State will
formally commit itzelf to a contract with the Corps for
sharing project recreation costs. One «cficial toid

us that there was no urgency in this regard since it
would be at lsast a year before the Corps could begin
iritial land acquisition for dam construction.

In March 1972 the Corps asked the State for a
written agreement to assume 1ts share of the project's
recreation costs. Section 221 of the Fleed Control
Act of 1370 reguires such an agqreement before construc-
tion can begin. In 1972 the Corps furnished the Stete
with a draft contract for review and commerits, The
State returned thzs draft with technical changes deal-
ing with the State's suthority to participates in the
project and changes to meet 1egql zncuﬁrnmant% of the
Indiana attorney o diztrict
counsel felt thas < gp:cval of the
contrecs cgountful. In hL4g3+ 1974 the Coreva furnished
the State with another diéit contract in a form accepo-
abile to the CJorps. As of August 6, 1975, the S5tate
had not indicated its acceotance of the contract. On
June 2, 1975, however, the district received a letter
Erom the Department of Natural Resources stating its in-
tention to participete as cponsor of the Big Pins Lake
project subject to future funding by the U.S. Congressz

and the Indiana General Assembly.

INTEREST AND DISCOUNT RATE

In its economic evaluation of the project, the Corps
uses a 3-1/4-percent interest rate for discountinad futore

benefits to present values and computing costs or other-

wise converting benefits and costs to a common time bhasis

The Water Resources Development Act of 1974 {Public Law
$3-251) prescribes the formula for tablisnincg the inter-
zt rate tc be usec¢ in forrmulating aad evaluating pilans tor
weter resource projects. Accordint to the ect, the rate
for preiects autnerized before January 3, 1%69, will pe
the rate in effect immediately before December Z4, 1963,
1f the appropriate non-Federal interests have given
satistfactory assurances to pay the required non-Federal
share of project ¢costs before December 31, 1989, The
rate in effect immediately before December 24, 1063, was
3-1/4 percent. The Corps .onsiders the 19A7 law ap-
proved by the Inciana General Assembly as satisfactory

8
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